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Abstract

M&A projects comprise all activities necessary to execute a transaction in which companies merge or another company is ac-

quired. M&A deals have become an important strategic option for companies, although the risk of failure is high, as empirical

evidence shows. The efficient management of an M&A project proves to be one of the key success factors for such transactions.

Surprisingly this factor is neglected in most academic texts and empirical studies concerning the success of M&A. Based on the

differentiation of three main phases of an M&A deal the paper derives recommendations for an explicit M&A project management

approach. The structuring of the project, the selection of staff and the assignment of responsibilities are identified as the most

important issues. Thus a process-oriented model for successfully managing M&A projects is developed. The model may be used as a

reference for managing projects similar in complexity and content to M&A deals.
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1. Basic challenges of managing M&A projects

M&A projects can be characterized as all temporary
activities undertaken to plan and execute necessary

measures in connection with a transaction in which

companies merge or acquire another company. Unfor-

tunately statistics concerning the success rate of M&A

projects show a sobering result: in most cases such

projects do not fulfil the expectations of the managers

who advocated and initiated the option of acquiring

another company [1]. The identified reasons of failure
are numerous. They stretch from the selection of the

wrong candidate via the false evaluation of the target to

the wrong measures taken for integrating the acquired

company. Taking all these factors as relevant, one rea-

son is surprisingly neglected in most considerations

concerning the success of M&A projects: the structure

for managing such projects or in other words: the pro-

ject organisation of the M&A project itself.
This negligence would be acceptable, if either the

problems of managing an M&A project would be solved

or the relevance as a success factor would be very low.

Neither is the case. The complexity of an M&A trans-
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action causes a variety of difficult, in most cases project

specific tasks for the people involved. Therefore, a

generally applicable model for managing such projects
does not exist. Furthermore, this complexity may lead to

a suboptimal use of the resources and information

gathered in the project, or expressed in a less academic

way: the chaos which may arise in such a complex

project when project managers are not able to coordi-

nate participants and tasks will surely diminish the

successful finishing of the acquisition. Project manage-

ment therefore is a highly relevant success factor.
This complexity, being the ultimate reason for prob-

lems and the relevance as a success factor is mainly

caused by two factors: (a) the content and methods of

the different activities of M&A are very heterogeneous

and at least partially intellectually challenging (b) the

number and interactions of participants with partially

differing interests makes the internal and external co-

ordination difficult.
The first reason for the complexity must mainly be

solved in optimising the different activities. A variety of

academic and practical sources and experiences is deal-

ing with these questions [2]. Here, project management

mainly has to fulfil controlling tasks. The second reason,

the coordination of the participants, is the central

challenge for project management. Derived from that
served.
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challenge, the M&A project organisation should pursue

the following objectives.

It should guarantee the orientation of the project to

the overall company objectives. The project must not

become a self feeding, separate unit which is mainly
concerned with satisfying the transaction objectives and

the individual interests of people involved but has to

serve the company as a whole in every phase. This

means in many cases that the option to stop the project

must be exerted and no ‘‘foul’’ compromises should be

accepted.

The efficiency of the project must be observed. The

ratio between costs (incl. time) and the anticipated
benefit of single activities or the whole project must

ensure a satisfying management of the project from an

economic point of view.

The complexity indicates that a deterministic plan-

ning of the measures is hardly possible. Project man-

agement therefore has to take care of a high flexibility

especially in coordinating people involved.

With the bringing together of professionals from
different fields of M&A, project management has to

make sure that high quality decisions are taken by

combining results and insights from the single activities.

For reaching these objectives, it has to deal with three

main fields of management.

1.1. Structure

The most important task in this field is to develop the

macro- and the micro-organisation of the project. The

macro-organisation mainly deals with the teams and

sub-teams, whereas the micro-organisation covers the

work flow within the project.

1.2. People

The allocation of sufficient human resources with a

view to quantity and quality of the personnel employed

is the central issue in this field.

1.3. Responsibilities

The synthesis of structure and people is to allocate

competences and as a consequence of that responsibili-
ties to the various project members in dependence of

their positions in the organisation and their tasks within

the project.

These three ‘‘classic’’ fields of project management

have to be applied to the specific challenges of an M&A

transaction. When answering the question of how these

fields should be shaped, the general approaches to an

M&A organisation must be taken into account. The so
called ‘‘expert approach’’ means that the top manage-

ment of a company is initiating and leading the project.

It is using mainly external experts for support. In the
‘‘team approach’’ a group of employees from various

departments is assigned to the project. If necessary they

are supported by external experts. The ‘‘department

approach’’ includes a professional M&A department

with the ability to fulfil the main activities within an
M&A project on its own. This approach is mainly used

by companies with a significant number of M&A

transactions.

No matter which approach is used, the basic question

is how to lead an M&A project or expressed in a dif-

ferent way how to shape the structure, select the people

and assign responsibilities for reaching the objectives

described above. In the following chapter, a process
oriented model is presented which has proved to be ef-

ficient in the management of M&A projects with respect

to costs, time and quality of decisions.
2. A process oriented M&A project organisation

2.1. Demands on the management of an M&A project

The view of an M&A transaction as a distinct process

with several varying and very specific contents and tasks

is gaining ground in both academic and practical liter-

ature [2]. Fig. 1 shows a division of an M&A project in

three phases.

The process is divided up into a preparatory, a

transaction and an integration phase. In the upper part
of Fig. 1 some of the most important activities within

the respective phase are listed. Those activities with their

strongly varying content and methods employed imply

very much differing demands on the organisation of the

project. The lower part of picture shows the most im-

portant demands for the respective phase. In the pre-

paratory step an emphasis has to be put on establishing

a functioning communication between the relatively low
number of professionals mainly from within the com-

pany. In the transaction phase, the picture changes

completely. Here it is necessary to install a coordinating

network between a large number of people from inside

and outside the company. The volume and the com-

plexity of the communication are very high. Again dif-

fering are the demands in the integration phase.

Traditional management tasks like downsizing and re-
structuring have to be solved within the context of

merging two units.

The remarkable difference in activities and therefore

demands on the organisation in the three phases implies

the necessity to differentiate the management of the

project according to the three phases. Thus it makes

sense to shape structure, people and responsibilities in

different ways with the transition of the project from
phase 1 to phase 2 to phase 3. This is what is called a

‘‘process oriented M&A project management’’ in the

next chapters.
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The following proposals for organising and leading

M&A projects are done with a view to a high volume

deal. But it is possible to adapt the statements to small

and medium deals by simply ‘‘downsizing’’ the number
of sub-teams and people involved. The basic statements

should apply to both big and small deals.
2.2. M&A project management in the preparatory phase

In the preparatory phase, as shown in Fig. 1, some

basic decisions concerning the strategic rationality of the

transaction have to be made by gathering information
and analysing the possible implications of an acquisition

of a certain candidate [2]. This is in most cases done by a

team of people including the top management, sup-

ported by experts from the business development group

(if such a unit exists), by managers from the business

units concerned and in some cases by external consul-

tants specialised in strategy or M&A consulting. Fig. 2

shows the diagram of such a project organisation. In
case an M&A department exists which includes the

strategic analysis and not only the transaction of a deal,

it is also involved.
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Group

Group Mee

Fig. 2. The organisation in t
Successful project management in this phase requires

the following.

2.2.1. Structure

For guaranteeing high quality decisions an involve-

ment of both M&A professionals and managers from

the operating business must be reached. Due to the still

unclear content of the communication it is not recom-

mendable to establish a fixed in the sense of inflexible

project or communication structure via a central project

leader. Direct communication channels prove to be

more efficient. In addition, the argument for a more
informal organisation is supported by considerations

concerning the efficiency. Since most projects in this

stage will not be carried through to the transaction

phase, it would make no sense establishing sophisticated

group structures and involving a lot of people from

many functions.

2.2.2. People

The strategic questions are checked either by the top

management itself or by members of the business de-

velopment group who have the portfolio and the de-

velopment of the whole group in mind. The central
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departments and the top management take care of tying
the project to the overall company objectives. The

managers of the business unit(s) concerned have to an-

swer the central question of the compatibility of the

acquisition with the unit strategy. Since they are the

ones who have to implement and run the new, merged

unit they have to be closely involved in the decision

process. In addition the top management is in the po-

sition of ‘‘controlling’’ the others involved and of eval-
uating the results of the analysis.

2.2.3. Responsibilities

The informal organisation described above implies

that in most cases it is not necessary yet to name a

project leader. The responsibility of ‘‘pushing’’ the

project is with the initiator which maybe the top man-

agement, a central department or, which will be the case
in most projects, the business unit management. Of

course every group involved is in charge of a high per-

formance for their respective tasks like checking strate-

gic compatibility. But the main responsibility is with the

top management, which has the task of taking the basic

‘‘Go/NoGo’’-decision. It has to take the responsibility

for stopping the project or further advancing to the next,

the transaction phase.

2.3. M&A project management in the transaction phase

The transaction phase mainly focuses on the technical

winding-up of the transaction. The due diligence, the

detailed planning of the measures necessary for inte-

grating the acquired business, the determination of the

value of the stand alone and the integrated business and
the negotiations (c. Fig. 1) are highly challenging tasks of
this phase. With the content, the demands on the man-

agement of the project change in comparison with the

preparatory phase. In complex ‘‘sub-projects’’ like the

due diligence numerous experts, at least partially from

outside the company must be coordinated and their re-

sults must be aggregated to clear statements and guide-

lines for internal decisions and negotiations. A high

volume of communication and coordination is required
from the project leadership. Consequently, the organi-

sation also has to change. Fig. 3 shows the diagram of an

M&A project organisation in the transaction phase.

The three fields of project management should be

shaped the following way in this phase.

2.3.1. Structure

A multi-group structure has to be established. The
interactions require a permanent work flow with both a

horizontal and a vertical coordination [3]. Like in an

external consultancy project a steering committee makes

sure that the top management level of each relevant unit,

which are normally the headquarters, the business and

the regional unit(s) are involved and informed about the

most important findings and recommendations of the

teams doing the ‘‘operating’’ M&A business. The pro-
ject head is included in the steering committee and acts

as a linking pin between the steering committee and the

rest of the project organisation. The core team, led by

the project head represents the central platform for the

coordination of the participants in the project. It coor-

dinates numerous sub-teams. Fig. 3 shows a division of

the sub-teams according to the main activities of the

transaction phase.
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2.3.2. People

The steering committee consists of course of members

of the top management. Important is the idea of in-

cluding a ‘‘power promoter’’ [4]. This person is in charge

of representing and if necessary defending and carrying
through the project against resistance from within the

company on different levels.

The selection of the manager who is occupying the

position of the project head involves questions of qual-

ification and acceptance. What concerns the qualifica-

tion a member of a central M&A department would be

best choice. In case such a pool of M&A experts does

not exist, which will be the most frequent case, a man-
ager from the operating business, if possible someone

who is supposed to take a high ranking position in the

integrated unit should take the job. General experience

in project management, a good knowledge of the spe-

cifities of the business concerned and an intensive study

of the specific aspects of M&A are preconditions for a

successful job of this manager.

In the core team, employees from an M&A depart-
ment (if it exists), from the business unit and from the

financial department should be included. Those three

departments, in complex cases completed by the legal

department combine the basic knowledge necessary for

successfully working in the transaction phase. The size

of the core team depends on the volume of the M&A

transaction in terms of number of locations, employees

and necessary changes due to integration measures.
The sub-teams are staffed with employees and exter-

nal consultants who show special skills for solving the

tasks assigned to the respective team (c. Fig. 3). In the

sub-team strategy/structure internal people from the

business development group and/or the business units

take care of a transfer of the results of the preparatory

phase to the transaction phase. Because of the impor-

tance of this field it is recommendable that members of
the core team are simultaneously members of the strat-

egy/structure team as well. Whether the members of the

sub-teams are working for the project with their full

capacities or are assigned to the transaction with only a

certain percentage of their working time depends on the

requirements of the project. The members of the core

team should be fully dedicated to the project job.

2.3.3. Responsibilities

The steering committee is the group with the ultimate

decision rights for the project. Besides decisions about

methods, tactics, e.g. in the negotiations and staffing of

the project the basic question of ‘‘Go/NoGo’’ of the

project has to be taken by this committee.

The project leader, as in any other project is in charge

of managing the transaction. The objectives have been
made clear above. Supported by the core team the leader

should mainly be focused on coordinating and setting

the frame for self-organisation of the sub-teams. Fur-
thermore, he/she has to keep the steering committee

informed and has to give them the necessary informa-

tion for the decisions they have to take. One important

and in many cases difficult task is to prevent the exis-

tence of activities outside the project organisation with
which influence is intended to be taken on the outcome

of the transaction. A central success factor is the selec-

tion of personnel which is also in the hands of the

project head. Here the project leader needs the support

of members of the steering committee for being able to

acquire qualified staff for the project. The decision

whether and which external consultants are chosen

should be approved of by the steering committee. As
mentioned above the core team supports the project

head in coordinating the sub-teams. Members of the

core team may simultaneously be heads of sub-teams

which facilitates the vertical flow of information. In

many cases the core team, amended by specialists from

the sub-teams form the negotiation group which deals

with the representatives of the target company.

The sub-teams and their respective leaders are on the
one side responsible for the efficient fulfilment of the

tasks of the sub-teams. Furthermore, they are also in

charge of exchanging information with other groups on

a horizontal and a vertical basis. Besides the technical

performance this is an important component for evalu-

ating the performance of a sub-team.

2.4. M&A project management in the integration phase

In the integration phase, the focus lies on merging the

business of the acquirer with the newly purchased unit.

Many measures in the integration phase are similar to

‘‘normal’’ restructuring. In some cases, the merging of

the acquired business is used for a restructuring of the

‘‘old’’ business unit. Nevertheless there are M&A spe-

cialties which require some specific mechanisms in the
management of the project. Basically, the project orga-

nisation must be opened from a clearly defined trans-

action to a much broader spectrum of relevant fields and

measures. So again M&A project management has to

change its shape. Fig. 4 shows a possible organisation

for managing and leading the project in the integration

phase.

2.4.1. Structure

Fig. 4 outlines a so called ‘‘integration-matrix’’. The

idea of this project structure is to combine functional

teams which deal with integration measures on the level

of procurement, R&D and so on with overlapping teams

which deal with questions, e.g. from the fields of culture

or information technology. An integration head is

leading this structure.
An advantage of the matrix is the consideration and

coordination of both function specific and overlapping

themes. Problems may arise in the work flow. Empirical
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evidence shows that the direct cooperation of matrix

teams which are on the same hierarchical level in many
cases leads to conflicts which hinder an efficient solution

of the problems. In the M&A case this high potential of

conflicts is particularly relevant since people from two

companies which are to be merged, with cultural dif-

ferences and perhaps unclear power and competence

distribution have to work together within and between

the matrix-teams.

2.4.2. People

The integration head should have at least some ex-

perience in integrating [5]. This manager does not nec-

essarily have to be identical with the future head of the

merged unit. In case the merging involves some tough

restructuring measures, an uncompromised new man-

ager could have better chances for successfully leading

the new unit after the merging is done.
The functional teams consist mainly of specialists

from both the acquiring and the acquired company.

Unclear roles and uncertainty on both sides may render

the cooperation more difficult. Besides superior techni-

cal abilities the team members should show a high level

of social and intercultural competence [6]. The teams

with the overlapping items also include specialists from

both sides, e.g. from the personnel department. In many
cases they will be joined by external consultants with

specific knowledge of the respective theme. Normally

the heads of the sub-team will be recruited from the

acquiring company which makes sense with a view to

transferring the structures and culture of the acquiring

company to the merged unit. But if the integration is not

meant to create a fully integrated new unit, there may be

reasons for involving people from the acquired company
on the sub-team leader level. The positions of the sub-
team leaders are favourable jobs for future managers of

the new unit for here they have the possibility to shape
their management fields and to gain experience.

2.4.3. Responsibilities

The integration head is in charge of successfully ex-

ecuting the integration. This mainly implies that this

person must take care of realising the planned synergies

which is accordingly one of the main figures of perfor-

mance measurement for the integration manager. Con-
sequently he has the ultimate decision rights for the

integration measures. This may cause trouble with

people or managers outside the project organisation

who may be effected by the measures and try to influence

the integration, e.g. via the top management.

The heads of the sub-teams have two main respon-

sibilities. They must guarantee the implementation, if

necessary the improvement and adaptation of the
planned measures. Second, they are in charge of coor-

dinating the own measures with the other functional and

especially with the other overlapping sub-teams. This

includes as mentioned above the task of solving conflicts

which is a main component of their work.

The members of the sub-teams are supposed to use

adequate methods for reaching the planned synergies.

They are responsible for the quality of the solution of
their specific tasks.
3. The transition from one phase to the next

The critical points in managing a process oriented

M&A project organisation are the transfers from one

phase to the next, i.e. from the preparatory to the
transaction to the integration phase. The explanations in
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the previous chapters make clear that extensive re-

structurings of the project organisation are necessary.

The first question is who is going to order and su-

pervise those changes which always include gain/loss of

power and influence for individuals and departments.
The ‘‘power-promoter’’ who was mentioned above and

who is from the beginning on the member of top man-

agement in charge of the project is the one who should

take care of the adequate changes of project organisa-

tion. Supported by the M&A or a central organisation

department this manager should set the framework for

the project.

The most important issues in the transfer from the

preparatory to the transaction phase lie in the expansion

from a relatively informal project organisation to an

accurately structured and coordinated macro- and mi-

cro-organisation. A precondition for a successful tran-

sition is that sufficient resources are allocated to the

project in the form of funds and human resources. But

simply replacing the preparatory structure by drawing

up a steering committee, a core-team and sub-teams and
staffing the positions is not enough. It is absolutely

necessary to ‘‘save’’ the knowledge and results from the

preparatory phase to the transaction phase. Practical

experience shows that the mere handing over of docu-

ments and protocols does not deliver an adequate

transfer of experiences and results. The transfer should

rather be done by including key members of the pre-

paratory structure in the transaction organisation. They
should take positions which give them influence to carry

through the ideas from the preceding phase, which

normally means that they should be members of the core

team.

The transfer from the transaction phase to the inte-

gration phase includes first of all a complete change of

the macro-structure. Here the challenges lie in the

‘‘people’’-field. Who should be taken to the integration
phase? Substantially different qualifications are needed

in an integration/restructuring period in comparison to

the transaction step. So it is the task of the old project

head and the new integration head to replace most

people involved in the project up to then by new func-

tional and other specialists. But simultaneously they

have to make sure that the legal, strategic and organi-

sational results and regulations from the negotiations
are part of the knowledge base of the integration matrix.

Furthermore, a parallel working of a transaction and an

integration organisation has proved to be counterpro-

ductive for efficient advancing of the project.

Not as easy as it seems is the determination of the

point of time for abolishing the integration matrix and

leading it over to the normal organisation of the new

unit. This termination date depends on reaching of im-
portant milestones in the integration process. At least

the structure of the new unit must be established, the

main management positions must be occupied and the
financing must be developed before the project organi-

sation may be terminated.
4. Conclusions: strengths and weaknesses of the process
organisation

In the last chapters a project management approach

for M&A has been developed which states the necessity

of change according to the process phase as the central

thesis.

Which shortcomings may such a process oriented

organisation have? As mentioned above, the change of
the structure, people and responsibilities within a project

may lead to the loss of information and knowledge. This

must actively be avoided by taking into account the

proposals in the last chapters. In addition, this sophis-

ticated, dynamic organisation model described above is

designed for a high volume deal. But, as mentioned at

the beginning, the basic idea is just as well applicable to

small and medium M&A projects. Nevertheless this type
of organisation and the changes imply higher expenses

of money and management capacity than a homoge-

neous structure over the whole deal. Taking into ac-

count the importance of most M&A deals for a

company, the higher costs seem to be justified.

In comparison to these manageable shortcomings

the process oriented M&A project organisation shows

significant advantages. The adaptation to the demands
of the different phases creates the potential for a highly

effective management of the project. The respective

managers are able to rationally coordinate the neces-

sary tasks. Furthermore, learning effects from one deal

to the next may with such a proceeding be ‘‘institu-

tionalised’’ by knowing in advance which may be the

crucial issues in a phase and how best to handle them

within such a process oriented organisation. The par-
tially complex coordination and team-work required

for successfully applying such an organisation are im-

proved with every M&A deal. Generally speaking, the

ability of a company to successfully conducting an

M&A deal increases [7].

Summarising the statements made above, the M&A

project organisation allows the deduction of recom-

mendations which help managers to explicitly outline
M&A projects. Thus it is supplying a contribution to

organising and leading M&A projects and is helping to

do away with the negligence of this highly relevant

success factor for M&A deals.
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